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At the conclusion of its first meeting on March 16, the 
Joint United States-Canadian Committee on Trade and 
Economic Affairs announced that, since the common 
economic problems of the two countries can be solved 
with greatest success in a world where the volume of 
trade is steady and increasing, and where exchange ar- 
rangements are of a kind to facilitate such growth, con- 
sideration had been given throughout the discussions to 
the need for action toward freer trade and payments on a 
broad front. Few things would contribute more to the 
well-being and stability of the free nations than a forward 
move in this direction. The Committee stressed the need 
for the creation of a more flexible system of trade and 
payments throughout the world, which would offer greater 
resilience to changing circumstances and contribute dy- 
namically to rising standards of living. Much of the 
necessary preparation has already been accomplished by 
the work of the Commission on Foreign Economic Policy 
in the United States, the proposals of the Commonwealth 
Economic Conference, and discussions in the OEEC. 

Pressing, but possibly temporary, economic problems 
should not be solved by expedients which might make 
difficult advance on a broad front. For example, if agri- 
cultural surpluses were to be disposed of without regard 
to the impact on normal trade, great damage might be 
done to the world economy. It is the policy of the U.S. 
and Canadian Governments, in disposing of agricultural 
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surpluses abroad, to consult with interested countries and 
not to interfere with normal commercial marketing. 


The Committee recognized the valuable work already 
done by the International Monetary Fund, the Inter- 
national Bank for Reconstruction and Development, and 
the Contracting Parties of the GATT, and noted with 
satisfaction the recent arrangements to enable the re- 
sources of the Fund to be used more effectively. The Com- 
mittee also acknowledged the useful service of GATT in 
developing a code of commercial conduct and in provid- 
ing a forum where multilateral tariff agreements could 
be negotiated and the problems of commercial policy 
discussed. 

It is for countries whose currencies are now inconvert- 
ible to decide when and under what circumstances they 
might wish to make them convertible. The Committee 
realized that enlightened economic policies in the United 
States and Canada will materially contribute to establish- 
ing and maintaining broader freedom of trade and pay- 
ments throughout the world. The U.S. and Canadian 
Ministers welcomed the evidence of a desire in many 
countries to take decisive steps toward the restoration of 
a broad area of convertibility, and expressed a willingness 
to do their part to help in making such a movement 
successful. 


Source: Joint United States - Canadian Committee on 


Trade and Economic Affairs, Press Release, 
March 17, 1954. 


Prospects For Exchange Convertibility 


The adequacy of monetary reserves for convertibility 
and ways for supplementing them are discussed in a staff 
paper presented to the U.S. Commission on Foreign 
Economic Policy. After the progress already made toward 
relaxing discriminatory import restrictions and, to some 
extent, toward the convertibility of other currencies into 
U.S. dollars is discussed, the question is raised whether 
the U.S. Government would be prepared to grant special 
stabilization credits to the United Kingdom and perhaps 
a few other Western European countries. The basic pur- 
pose of such credits would be not to finance dollar deficits 
(except perhaps those that might temporarily be associ- 
ated with the introduction of convertibility itself), but to 
strengthen confidence in the convertible currencies, and 
to discourage speculative pressures at subsequent periods 
of temporary balance of payments setbacks and thereby to 





minimize the possibilities of a breakdown of converti- 
bility or of a tightening of import restrictions. 

The concept of adequacy of reserves can have meaning 
only within a framework where there are occasional tem- 
porary fluctuations of a self-reversing character in the 
balance of payments of a country which is in a funda- 
mentally “strong” or balanced payments position. Every 
country has a certain “rock-bottom” level below which it 
will not normally allow its reserves to fall; but after 
allowance for “rock-bottom” needs, reserves to be ade- 
quate must be sufficient not only to finance the current 
deficits that might periodically arise, but also to maintain 
confidence in the currency and thus discourage specula- 
tive pressures. 

No simple statistical criteria can be laid down for 
determining the adequacy of reserves in any given case. 
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If U.S. private imports of goods and services were to fall 
10 per cent below the 1953 level, it might be expected on 
the basis of past experience that U.S. imports from the 
sterling area would fall by about 15 per cent, and imports 
from Continental Western Europe by about 10 per cent. 
This would mean a decline in the dollar earnings of the 
sterling area by about $350 million in one year, and in 
those of Continental Western Europe by less than $300 
million. The drain on reserves in one year would amount 
to about 9 per cent of the present gold and dollar holdings 
of the sterling area, and 3 per cent of the reserves of 
Continental Western European countries as a whole. At 
the same time, speculation would probably accentuate the 
drain on reserves, as it did in 1949, by expediting pay- 
ments for imports and retarding receipts from exports. 
It may be assumed that this drain would be no greater 
than that due directly to the decline in U.S. imports. If 
there were no other pressures on reserves, their present 
levels in the sterling area and in Western Europe appear 
to be adequate to finance temporary deficits associated 
with moderate and short-lived declines in U.S. imports 
without the need for tightening import restrictions. If the 
setbacks were more severe or prolonged, however, present 
reserves, especially those of the sterling area, would be 
inadequate. 


The uncertainties of the “impact effects” of a sudden 
establishment of convertibility, which would give foreign 
earners of a currency the privilege of spending it in the 
United States if they so desired, are particularly per- 
tinent to the United Kingdom. The sterling area’s imports 
of goods and services from the rest of the world are more 
than $12 billion per annum. Exporters who receive about 
three quarters of this total are, for the most part, per- 
mitted at present to spend their proceeds only in non- 
dollar countries. If convertibility were established, it is 
not an extreme assumption to suppose that 10 per cent of 
their earnings would be converted into dollars in the first 
year of convertibility, which would involve a drain upon 
the central reserves of the sterling area of more than 
one third. It therefore appears that sterling area reserves 
are not now adequate to underwrite the risks of sterling 
convertibility. It may be presumed that no Western 
European country would make its currency fully con- 


vertible into dollars unless sterling were convertible. 
Probably their reserves are relatively more adequate for 
this purpose than those of the sterling area; yet in many 
cases the degree of adequacy may not be enough. 


The system of “stand-by credits,” recently inaugurated 
by the International Monetary Fund, is described as 
“highly suited for assistance to members contemplating a 
significant movement toward convertibility”. These ar- 
rangements, if of sufficient magnitude, could help under- 
write the uncertain demands on the convertible currency. 
Their very existence would tend to encourage confidence 
and discourage speculative movements against the newly 
convertible currency. It is conceivable that the Fund 
might be prepared to set aside as much as one third to 
one half of its present gold and convertible currency 
holdings, i.e., $1 billion to $1.5 billion, as a stand-by 
credit to the United Kingdom. This would require a 
waiver of the condition which limits drawings during any 
one year to 25 per cent of a member’s quota. Without a 
waiver, the United Kingdom and other Commonwealth 
members of the sterling area could together draw about 
$525 million in any one year. This might be of great 
assistance in the event of a recession, but appears in- 
sufficient to support the achievement of convertibility. 
Supplementary financial support for convertibility might 
be obtained by increasing the resources of the Fund, 
which would involve additional contributions by the 
United States and other member countries, by U.S. Gov- 
ernment stabilization credits granted through the Treasury 
or the Foreign Operations Administration, or by stabiliza- 
tion credits to foreign central banks from the Federal 
Reserve System. The requirements for credit backing for 
some of the Western European currencies which might 
arise if a concerted move for convertibility were to be 
undertaken without the EPU might be satisfied by making 
available the Fund’s holdings of European currencies, 
including sterling, which amount to the equivalent of 
about $2.8 billion. 


Source: Staff Papers Presented to the Commission on 
Foreign Economic Policy (Chapter X, Cur- 
rency Convertibility), Washington, D.C., Feb- 
ruary 1954, 


IBRD Bond Issue in Switzerland 


Announcement has been made of the public offering 
on March 23 in Switzerland, by a syndicate of leading 
Swiss banks, of an issue of Swiss franc bonds of the 
International Bank for Reconstruction and Development. 
The issue, to be known as 34% per cent Swiss Franc 
Bonds of 1954, March Issue, consists of Sw fr 50 million 
(approximately US$11.6 million) of 314 per cent 
eighteen-year bonds, due April 15, 1972, at par. Sub- 
scription books will be open from March 23 to March 29, 
inclusive. 


The banking group making the offering is headed by 
the Crédit Suisse, of Ziirich, the Union Bank of Switzer- 
land, of Ziirich, and the Swiss Bank Corporation, of 
Basle. Other members of the syndicate are the Société 
Anonyme Leu & Cie., of Ziirich, the Banque Populaire 
Suisse, of Berne, the Groupement des Banquiers Privés 
Genevois, of Geneva, Messrs. A. Sarasin & Cie., of Basle, 
and the Société Privée de Banque et de Gérance, of 
Ziirich. The members of the syndicate will also act as 
paying agents for the issue in Switzerland. 
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The bonds will be callable in whole or in part on and 
after April 15, 1964, at par. In the event of partial 
redemption, an amount of not less than Sw fr 5 million 
principal amount of the bonds must be redeemed. The 
issue will be listed on the stock exchanges of Ziirich, 
Basle, Geneva, Berne, and Lausanne. 

The new Swiss issue is the fifth public offering of In- 
ternational Bank bonds in Switzerland. It will bring 


Europe 


EPU Settlements For February 1954 


In February, as in other recent months, Germany had 
the largest surplus from the settlement operations of the 
European Payments Union. Its surplus of 53.6 million 
units (1 unit of account = US$1) was settled half in 
gold and half by credit, following a recent decision of the 
Council of OEEC (see this News Survey, Vol. VI, p. 286). 
Germany’s cumulative accounting surplus reached 917.9 
million, that is, 417.9 million units above its quota. The 
surpluses of other countries were relatively small: Switz- 
erland, 7.5 million units; Austria, 4.9 million units; 
Belgium, 3.6 million units; United Kingdom, 3.5 million 
units; and Portugal, 1.0 million units. All these countries, 
with the exception of Belgium, also had surpluses in 
January. 

Italy had a deficit of 24.4 million units, which, as Italy 
is in the fourth tranche of its quota, was settled half in 
gold and half by credit. Sweden had a deficit of 22.4 
million units, compared with a deficit of only 1.9 million 
units in January; Sweden has a cumulative accounting 
surplus of 197.0 million units. France’s deficit in Febru- 
ary was 11.0 million units, against 1.8 million units in 
January, and was settled fully in gold. Greece had a 
deficit of 3.9 million units, which was settled through the 
use of U.S. Government special resources to the extent 
of 2.9 million units and the remainder by gold. Other 
countries with deficits were Turkey (5.6 million units), 
Denmark (4.3 million units), the Netherlands (0.8 million 
units), and Iceland (0.5 million units). 

As a result of the February operations, the gold and 
convertible assets of EPU increased from 478.5 million 
units to 487.9 million units. 


Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, March 23, 
1954. 


Extension of Sterling Transferable Account Area 

The sterling transferable account system, previously 
limited to 18 countries, has been extended to virtually all 
countries outside the dollar and sterling areas. At the 
same time, restrictions have been removed on the use of 
transferable account sterling for capital transactions. All 
countries in the group will, in future, be able to use 
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the total of Bank bonds issued in Switzerland to 
Sw fr 295.5 million (approximately $68.7 million) and 
the total outstanding to Sw fr 263.5 million (approxi- 
mately $61.3 million). 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
March 23, 1954. 









sterling to finance trade or other transactions with any 
other member of the group. Exchange and customs for- 
malities for sterling area traders will thereby be greatly 
simplified. 


For U.K. exchange control purposes, the world will 
now be divided into three main areas: (1) the sterling 
area, made up of Commonwealth countries (except 
Canada) and a few non-British countries, (2) the dollar 
area, consisting of Canada, the United States, and Latin 
American States in Central America and the northern 
part of the South American continent, and (3) the trans- 
ferable account area, consisting of all non-sterling coun- 
tries outside the dollar area except Hungary, Turkey, 
and Iran. 


Conditions governing the use of sterling in payments 
transactions with the sterling and dollar areas remain 
unchanged. Some differences from the previous trans- 
ferable account facilities are involved, however, in the 
extension of the system. The obligation previously placed 
on transferable account countries to accept sterling from 
other transferable account countries is withdrawn. The 
new system is not confined to current transactions, and 
anyone resident in transferable account countries will, 
in future, be able to keep a transferable sterling account; 
previously, this privilege had been restricted to banks 
and other authorized dealers. 


From one point of view, the creation of one kind of 
sterling for all non-sterling, non-dollar countries is no 
more than a recognition of a situation that had existed 
under the administrative facilities already granted, in an 
increasing number of cases, for both current and capital 
transactions. More fundamentally, these measures reflect 
the belief of the exchange authorities that, especially in 
the market for “transferable sterling”, the demand for 
sterling presently exceeds the supply and that, despite the 
recession in the United States, this tendency will persist 
in the foreseeable future. Accordingly, they have been 
interpreted as implying the belief that sterling exports, 
visible and invisible, will not only be maintained but 
will be gradually increased. Furthermore, the changes 
represent an extension into the sphere of exchange con- 
trol of the Government’s policy gradually to reduce the 
area of government control. 
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Transferable sterling sold at firm rates in New York 
on March 23, sales being reported at US$2.7734, which 
was slightly above the final quotations of the previous 
day. 


Sources: U.K. Treasury, Press Release, and The Financial 
Times, London, England, March 20, 1954; 
The Journal of Commerce, New York, N.Y., 
March 24, 1954. 


Reopening of London Gold Market 


After being closed for 15 years, the London gold 
market was reopened on March 22. On that day, repre- 
sentatives of the six houses that form the London Bullion 
Market met at Messrs. Rothschilds’ for the first price- 
fixing since the outbreak of war. 

The reopening of the market is intended to encourage 
those who have hitherto bought and sold gold in terms 
of dollars to transact their business in sterling. In par- 
ticular, it is hoped that a substantial part of the large 
Commonwealth production will be marketed in London. 
It has already been announced that new South African 
production will henceforth be marketed in London. To- 
gether with the extension of the sterling transferable 
account system, the measure is designed to assist the 
reestablishment of London as an international financial 
center. It is in line with the U.K. Government’s general 
policy of creating, by the reopening in the United King- 
dom of international markets, growing opportunities for 
traders, merchants, and bankers, so that they may make 
the fullest contribution toward the increased overseas 
earnings which the sterling area needs. 


Sales of gold in the London market will be unimpeded 
but, because it is considered inadvisable at present to 
allow the market to afford an additional element of con- 
vertibility for sterling, purchases will be restricted to 
(1) holders of American Account (including Canadian) 
sterling, (2) residents of the sterling area who have a 
special license from the Bank of England to buy to the 
same limited extent as previously for trade and manu- 
facturing purposes, and (3) holders of “registered ster- 
ling”, i.e., sterling acquired by residents of the non- 
sterling, non-dollar area against U.S. or Canadian dollars 
or against gold. The price will be determined by supply 
and demand, though the U.S. Treasury price constitutes 
a permanent “floor” for the market; there will, in future, 
be no official price for gold. The market will operate 
under the general supervision of the Bank of England. 

The price fixed at the opening of the market was 
£12 8s. 6d. per ounce, which, at the current selling rate 
for sterling of £1 = US$2.8114, is equivalent to 
US$34.9714. The U.S. Treasury price is $35 per ounce 
less handling charges, which bring the net price down 
to $34.92. The volume of business in the market on the 
first day of business is reported to have exceeded the 
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volume of transactions in other European free gold 
markets. 


Sources: U.K. Treasury, Press Release, and The Finan- 
cial Times, London, England, March 20, 1954; 
The Journal of Commerce, New York, N.Y., 
March 23, 1954. 


Netherlands Foreign Exchange Holdings 

The Netherlands Bank’s net foreign exchange and gold 
holdings increased from f 3,660 million (US$963 mil- 
lion) at the end of 1952 to £4,445 million ((US$1,169 
million) at the end of 1953. The 1953 total consisted of 
f 3,431 million ($903 million) gold and net convertible 
exchange holdings, f 822 million ($219 million) EPU 
currencies (including the claim on EPU), and f 192 mil- 
lion ($50 million) other currencies. The larger part of 
the increase during 1953 was in gold, which rose by 
f 732 million ($193 million), to f 2,792 million ($734 
million). At the end of December 1953, 77 per cent of 
the net foreign exchange holdings consisted of gold and 
net convertible exchange holdings, compared with 71 per 
cent at the end of 1952. 

On March 15, 1954, net foreign exchange and gold 
holdings had fallen slightly, to f 4,406 million ($1,159 
million). 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
March 11, 1954; De Maasbode, Rotterdam, 
Netherlands, March 17, 1954. 


Partial Netherlands Liberalization of Capital Movements 

As from March 22, nonresidents in countries belonging 
to the EPU will be permitted to transfer to their country 
of residence the proceeds from the realization of capital 
invested in the Netherlands. Netherlands banks which 
hold Netherlands and Indonesian securities and other 
securities denominated in guilders for the account of 
nonresidents in the United States, in Canada, in other 
dollar countries, or in Switzerland will be permitted to 
export these securities. In view of the Netherlands’ ex- 
treme creditor position in the EPU, capital investments 
by nonresidents will be permitted only if made in con- 
vertible currencies. 

The Netherlands exchange authorities have also abol- 
ished the regulation that limited to other local securities 
the investment by nonresident holders of local Nether- 
lands securities of the proceeds from sales of such securi- 
ties. Such holders may now reinvest the proceeds from 
any sale of securities on the Amsterdam Stock Exchange 
in so-called international Netherlands securities. This 
category includes, inter alia, the stocks of Royal Dutch 
Oil, Philips, Unilever, Trading Society Amsterdam, Am- 
sterdam Rubber, Rotterdamsche Bank, General Rayon 
Union, and certain bonds. These securities are also 
quoted on various stock exchanges abroad. The Royal 
Dutch Oil Company recently announced that it plans 
to submit a request to have its shares quoted on the New 
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York Stock Exchange as soon as its 1953 annual report 

is ready. 

Sources: De Maasbode, Rotterdam, Netherlands, Mar. 15, 
1954; The Journal of Commerce, New York, 
N.Y., March 23, 1954. 


Norway's Foreign Debt 


Norway’s total foreign debt at the end of 1952 was 
NKr 4,611 million (US$646 million), which is NKr 180 
million less than the debt at the end of 1951. During 1952 
total foreign assets rose by NKr 235 million, to NKr 3,703 
million ($519 million). The net foreign debt at the end 
of the year was NKr 908 million ($127 million), a re- 
duction of NKr 415 million from the net debt a year 
earlier. 

Except for the years 1945-47, the net figure at the end 
of 1952 was the lowest since 1924 when the Central Bu- 
reau of Statistics started to compile annual figures for 
foreign assets and liabilities. These figures are based on 
information collected from the central and local govern- 
ments, and from larger private business concerns. 
Source: Statistisk Sentralbyré (Central Statistical Bu- 

reau), Statistiske Meldinger, Oslo, Norway, 
1954. 


Swiss Credit to Italian Industry 


A group of three large Swiss banks has extended a 
five-year credit of Sw fr 100 million (US$23.3 million) 
to the Italian governmental institute for medium-term 
credit to small and medium-sized industries (Medio- 
credito). This is the first private foreign loan to Italy 
since the war. Its amount is considerable, both in abso- 
lute terms and compared with the estimated amount 
of private Swiss investment in Italy in the past five years 
of Sw fr 63 million ($14.7 million). The rate of interest 
has not been disclosed, but it is believed not to exceed 
3.5 per cent. 

Disbursements of the credit will be channeled through 
the Swiss and Italian EPU accounts and should reduce 
both the Swiss surplus and the Italian deficit positions 
in EPU. Interest and amortization payments will be in 
free Swiss francs and therefore will not affect EPU oper- 
ations. 

Sources: 24 Ore, Milan, Italy, March 17, 1954; Neue 


Ziircher Zeitung, Ziirich, Switzerland, March 18, 
1954. 


Economic Developments in Greece 


Retail prices in Athens (as measured by the To Vima 
index) in February were 1.2 per cent higher than in 
January, but on March 9 they were only 0.3 per cent 
higher than on the corresponding day a month earlier. 
Between January and February the cost of living in 
Athens increased by 0.9 per cent, while wholesale prices 
in the Athens-Piraeus area declined slightly. Since the 
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devaluation of the drachma on April 9, 1953, retail prices 
have increased by 26.8 per cent, wholesale prices by 31.3 
per cent, and the cost of living by 21 per cent. These 
price movements appear to have fully reflected an aver- 
age 10 per cent cost of living allowance granted to work- 
ers and employees on July 1, 1953. The cost of living 
allowance was abolished in February and wages and 
salaries are reported to have been raised by an average 
of 20 or 25 per cent above the predevaluation level. 
Though prices may increase somewhat during the coming 
months, the rise may be expected to be rather moderate. 
General economic and supply conditions seem to be 
satisfactory and, moreover, the period immediately ahead 
is one of seasonally operating deflationary forces. 


In the period from the exchange adjustment until ap- 
proximately the end of October 1953, the dollar price 
of the sovereign in Athens was below the level in world 
free markets. After October, however, apparently as a 
consequence of the seasonally large monetary expansion 
(see this News Survey, Vol. VI, p. 255), the sovereign 
rate increased gradually but steadily. It was quoted at 
approximately 300,000 drachmas at the end of October, 
about 310,000 drachmas a month later, and approximately 
332,000 drachmas in the closing days of February; at 
the same time, gold quotations in other world markets 
dropped further. This divergent movement resulted in 
the sovereign price in Greece being higher than else- 
where. Toward the end of February it was $11.06 per 
sovereign, converted at the official exchange rate of the 
drachma, contrasted with $9.55 in Paris and $9.75 in 
Milan. Such a discrepancy gave sufficient inducement for 
arbitrage involving importation to Greece of sovereigns 
against exportation of foreign exchange; these operations 
caused, in turn, a re-emergence of black market premiums 
of some 6 or 7 per cent for hard currencies. 


The increase in the price of the sovereign did not seem 
to affect Greek commodity prices, but it tended to create 
an atmosphere of speculation and nervousness. The Bank 
of Greece therefore announced on February 26 that it 
would intervene as a seller in the domestic gold market 
with the purpose of reducing the sovereign price to a 
level corresponding to the “real exchange value” of the 
sovereign. It was subsequently stated that the Bank 
would act in accordance with government directives, 
which were to specify the timing and other details of the 
intervention. When these announcements were made, the 
price of the sovereign dropped to about 310,000 drach- 
mas, and on March 23 it was reported at 306,000 drach- 
mas. At the same time, the black market exchange 
premiums were almost completely eliminated. In view 
of the fact that the Bank of Greece is not reported to 
have actually intervened in the gold market, the lower 
sovereign price may merely reflect the impact of the 
announced change in gold policy on expectations as to 
the future course of sovereign quotations. Also, condi- 
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tions in the gold market should have been influenced 
by the continuation of anti-inflationary policies which 
made possible the withdrawal of more than 300 billion 
drachmas (nearly 10 per cent) from the note circulation 
during the first two months of this year. Thus, by the 
end of February, the note circulation was back at the 
level of November 1953. 

On February 26, the Government announced the issu- 
ance, with a dollar clause, of an internal voluntary loan 
of 300 billion drachmas (US$10 million), the proceeds 
of which will be used to finance part of the domestic 
expenses of the development program. The loan will be 
open for public subscription from June 9 to June 19, 
and will be divided into bonds with a nominal value of 
150,000 drachmas ($5), 300,000 drachmas ($10), 
750,000 drachmas ($25), and 1,500,000 drachmas ($50). 
Repayment will be made within seven years through an- 
nual drawings, each involving repayment of bonds of a 
nominal value of about 43 billion drachmas. The bonds 
will carry an interest rate of 5 per cent per annum, and 
additional amounts will be paid to bondholders in the 
form of lotteries, details of which will be given later. 
Bondholders may borrow from banks up to 50 per cent 
of the nominal value of the bonds. In addition, the bonds 
may be used at their face value as a guarantee for parti- 
cipation in auctions carried out by the Government or 
government agencies. Finally, the interest accruing to 


bondholders is exempt from certain taxes. 


By June 9, the present banknotes will have been re- 
placed by new notes on the basis of one “new drachma” 
for every thousand “old drachmas”. For a period, how- 
ever, both kinds of banknotes will be in circulation as 
legal tender. It is undestood that the measure will be a 
mere arithmetical operation, since, simultaneously with 
the replacement of the banknotes by new notes, the ex- 
change rate of the drachma, the prices of goods and 
services, and claims of all kinds will be similarly ad- 
justed. Therefore, the measure is not expected to have 
any economic effect, except that derived from facilitating 
transactions in banknotes and from psychological causes. 
The continual depreciation of the drachma after the 
drastic monetary reform of November 1944, together 
with the reluctance of the Bank of Greece to issue bank- 
notes of large denominations—because of fear of an ad- 
verse psychological effect—has meant that the settlement 
of even small transactions has been greatly hampered 
because of the weight and the size of the banknotes. This 
is one reason why the public has, in some instances, used 
the gold sovereign as a means of payment, a practice 
that has tended to increase the money supply. 

Source: To Vima, Athens, Greece. 


Middle East 
Egypt's Foreign Trade Policy 


In order to check luxury imports, encourage domestic 
industries, and save foreign exchange, the Egyptian 


INTERNATIONAL FINANCIAL News Survey, March 26, 1954 


Council of Ministers has imposed additional taxes on 
some luxury goods, such as pearls, wines, alcoholic 
drinks, and perfumes. Supplementary customs duties on 
most raw materials required for domestic industries have 
been abolished; and customs duties on cars, spare parts, 
tires, and tubes have been revised. Additional duties 
on a wide range of consumer goods, such as foodstuffs, 
leather goods, textiles, and shoes, have been imposed. 
The ad valorem duties on imported manufactured tobacco 
have been raised to 50 per cent, and those on cigars to 
70 per cent. Gold for industrial purposes can now be 
imported with the permission of the Exchange Control 
Department, and after it has been manufactured it can 
be re-exported on a drawback basis. (Gold exports and 
imports had previously been prohibited.) A tax of up 
to 20 per cent has been imposed on imports of gold for 
nonmonetary purposes. 

The intention of the Egyptian authorities is to remove 
all licensing restrictions on imports from the sterling 
area, from countries to which payment in sterling is being 
made, and from countries with which Egypt has payments 
agreements. But since Egypt is still awaiting the release 
of £10 million from the blocked sterling balances, under 
the terms of the 195] financial agreement with Britain, 
it has been decided to postpone action on the removal 
of such restrictions until Egypt’s sterling situation has 
been improved. However, the fees charged for the is- 
suance of all import permits will be reduced by about 
70 per cent. 

In order to provide a broader basis for Egyptian ex- 
ports and to alleviate the danger of almost complete re- 
liance on cotton, the export of certain varieties of fruits 
and flowers and of vegetables that are not popular 
domestically will be permitted. At present, all vegetables 
can be exported to Arab countries, but only those on a 
specified list can be shipped to other markets. The 
production of vegetables increased from 1.4 million tons 
in 1951 to 1.9 million tons in 1953. Exports of pre- 
served foods, superphosphate fertilizers, oxygen and 
acetylene, paint oil, aerated waters, silver manufactures, 
carbon dioxide, aluminum scrap, etc., have been freed 
from all restrictions. 


Sources: Al Ahram, Cairo, Egypt, February 12 and 13, 
1954. 


Israel's Foreign Debt 

The Israel Government’s total foreign indebtedness 
increased from the equivalent of US$397 million on 
June 30, 1953 to US$406 million on December 31. During 
this period, longer-term debts (over five years) rose 
from $269 million to $281 million; medium-term debts 
(one to five years) dropped from $55.5 million to $52.0 
million; and short-term debts (less than one year) re- 
mained fairly stable at about $73 million. 

The Government has made serious efforts to refinance 
the short-term debt into longer maturities because the 
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liability on account of short-term obligations plus install- 
ments on longer-term debts due in 1954 amounts to $111 
million, whereas, the following years’ liabilities do not 
exceed $32 million until 1966 when they will amount to 
$65 million. Negotiations are being completed for a 
five-year loan of $75 million in the United States, to 
consolidate short-term obligations. 

Source: The Financial Times, London, England, March 1, 

1954. 


Commercial Policy in Lebanon 

The Lebanese Ministry of National Economy has 
adopted a commercial policy which aims at reconciling 
the interests of merchants and industrialists. The duties 
imposed on imported commodities that are also produced 
locally are to be increased, and the system of prior 
import licensing (i.e., obtaining an import license before 
importation), which is applicable to such commodities, 
will be gradually liquidated. Thus, the industrialists will 
be assured of more effective protection for their indus- 
tries and, at the same time, the system of prior licensing, 
to which merchants have always objected, will be abol- 
ished. No decreases are expected in the quantity of im- 
ports of the commodities affected by the new policy, and, 
consequently, an increase in customs receipts is to be 
expected. 

In line with this policy, duties have been increased 
on imports of oils of vegetable origin, chocolate, and con- 
fectionery. At the same time, these products have been 
removed from the list of commodities subject to the 
prior licensing system. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
March 6, 1954. 


Far East 
India’s Sterling Area Membership 


The Indian Finance Minister, speaking in the House 
of the People, justified India’s sterling area membership 
on the grounds that more than 50 per cent of India’s ex- 
port trade and 30 per cent of its import trade is with 
sterling area countries; the membership is, therefore, a 
matter of trade and banking convenience rather than 
of monetary policy. On the other hand, it does not 
hamper the growth of India’s trade with other countries; 
the share of the United States and Canada in India’s 
foreign trade today is more than double that in prewar 
years, even when the exceptional food imports from those 
countries in 1951-52 are excluded. Membership enables 
the financing, through EPU, of India’s normal payments 
deficits with the OEEC countries. The amounts of ster- 
ling released under the Indo-British agreement are fully 
convertible; and whenever India needs other currencies 
for purposes essential for development, they are always 
made available to her. The recent lag in the utilization of 
sterling was not due to any restrictions imposed on it 
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but to a reduction in food and raw cotton imports. India 

is also free to pursue an independent monetary policy. 

Source: Embassy of India, Jndiagram, Washington, D.C., 
March 17, 1954. 


Philippine Gold Industry 


Immediate and direct government financial aid to the 
gold mining industry to avert its collapse was urged upon 
the Philippine Congress on March 5 by several of the 
country’s top mining executives. The House Committee 
on Mines is considering three possible remedies: short- 
term subsidy, long-term subsidy, and a gold certificate 
plan (see this News Survey, Vol. VI, p. 274). 

Meanwhile gold miners’ wages have recently been in- 
creased. A strike at the Benguet and Balatoc gold mines, 
which would have closed the country’s two largest gold 
mines, was averted on March 8 when the management 
and the trade union signed an agreement that granted 
labor several concessions, including a 41 centavo in- 
crease in take-home pay in return for a union promise to 
withdraw a pending case involving facilities. 

Sources: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N.Y., March 12 
and 19, 1954. 


Latin America 


Guatemalan Bank of Foreign Commerce 

A draft bill for the establishment of a Government 
Bank of Foreign Commerce in Guatemala has been 
presented to Congress by the Minister of Economy. The 
Bank would have an initial capital equivalent to US$1 
million, to be obtained from a bond issue guaranteed by 
part of the revenues from the income tax bill pending in 
Congress. 

The functions of the new Bank would include finding 
customers for government exports, seeking foreign capital 
to finance domestic exports and purchases of capital 
equipment, arranging barter transactions for exportable 
surpluses, diversifying the country’s foreign trade, guar- 
anteeing contract compliance by Guatemalan exporters, 
and financing the cost of transportation insurance and 
other charges connected with the export of Guatemalan 
products. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., March 22, 1954. 
Modification of Brazil's Exchange System 


Brazilian dollar-exchange certificates sold at auctions 
held in Rio de Janeiro and Sao Paulo on February 9 in- 
cluded, for the first time, sales specifying 180-day de- 
livery of exchange. Beginning the week of February 21, 
dollar-exchange certificates sold provided for delivery 
of exchange in 120, 180, 270, or 360 days. For- 
merly, all dollar-exchange commitment certificates were 
sold on the basis of 120-day delivery, except a few sold 
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for spot delivery in the first auction after the system 
was established on October 9, 1953 (see this News Sur- 
vey, Vol. VI, p. 154). 

The Superintendency of Money and Credit has ap- 
proved for the time being an allocation of US$6 million 
weekly to be sold at auction, the sum to be distributed as 
follows: $2 million on the basis of 120-day delivery; 
$2 million for 180-day delivery; $1 million for 270-day 
delivery; and $1 million for 360-day delivery. The 
largest amount of dollar-exchange certificates previously 
auctioned in one week was US$4 million. 

From October 16, 1953 to the third week in February 
1954, rights to purchase US$58 million were auctioned 
in Rio de Janeiro and Sao Paulo for 1,968.8 million 
cruzeiros, or at an average premium of 33.96 cruzeiros 
per dollar. Other exchange-certificate rights auctioned 
in this period included $39.9 million in convention dol- 
lars for trade with Germany, at an average premium of 
24.85 cruzeiros per dollar; $16.3 million in Japanese 
convention dollars, at an average premium of 15.62 
cruzeiros; and lesser amounts in other currencies. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., March 15, 1954. 


New Uruguayan Exchange Rate For Canned Meat 

The Uruguayan Government announced on Febru- 
ary 9, a new effective rate of 2.20 pesos per U.S. dollar, 
or the equivalent in other currencies, to be applied to 
exports of canned meat and meat extract that have been 
in stock since May 23, 1953. It is reported that these 
stocks include canned meat, mostly corned beef, valued 
at $11.0 million and meat extract valued at $1.2 million. 

The rate now to be applied to these products, which is 
a composite of the basic rate of 1.519 pesos per dollar 
(18 per cent) and the preferential rate of 2.35 pesos per 
dollar (82 per cent), is 7.3 per cent higher than the 
effective rate of 2.05 pesos per dollar, which has been in 
effect since August 1953. 

During January-November 1953, exports of canned 
meat and meat extract were valued at $15 million, or 
about 35 per cent of the value of total exports of meat 
products, and about 6 per cent of the value of all Uru- 
guayan exports. A large part of the canned meat exports 
has been to the United States. In the past three years, 
Uruguay has been the second largest supplier of imported 
canned beef to the United States; in 1953 it sent to the 
United States some 15.6 million pounds, valued at $5.8 
million. 

Sources: El Dia, Montevideo, Uruguay, February 12, 
1954; Department of Agriculture, Foreign 
Crops and Markets, Washington, D.C., March 1, 
1954. 


Argentine Exchange Measures 
On the advice of the Export Promotion Commission, 
an agency of the Ministry of Foreign Trade, the Argen- 
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tine Central Bank has issued new circulars providing for 
higher effective exchange rates for certain minor exports 
and for the extension of the 6.25 peso mixed rate to 
wool and sheepskins exported to France. 

Circulars Nos. 1,888 and 1,889 prescribe that the ex- 
change derived from the export of the following mineral 
and chemical products is to be negotiated in the con- 
trolled free market, where presently the rate is 13.95 
pesos per U.S, dollar: strontium sulphite, slag, fluoric 
metal, columbium, tantalum, lithium, limestone, granite 
stone, pumice stone, natural sodium sulphite, talc, chalk, 
and other sundry minerals (Circular 1,888) ; and formy], 
ethyl acetate, synthetic mother-of-pearl, zinc oxide, ben- 
zine, chloride, and albumin (Circular 1,889). The ex- 
port proceeds of these products were formerly subject to 
one or the other of the two official market rates (5 pesos 
and 7.50 pesos per U.S. dollar). 

Circular INo. 1,894 prescribes that exchange derived 
from exports of polished oats are to receive the official 
market preferential rate of 7.50 pesos per U.S. dollar. 
These exports were previously subject to the basic ex- 
change rate of 5 pesos per U.S. dollar, and their shift 
to the free market rate implies a 50 per cent increase 
in the local currency proceeds. 

Circular No. 1,902 provides for a mixed rate of 10.82 
pesos per U.S. dollar, to be applied to exports of malted 
barley, malt sprouts, and malt dregs. This effective rate 
results from mixing 35 per cent of the basic 5 peso rate 
with 65 per cent of the controlled free market rate of 
13.95 pesos per U.S. dollar. 

Exports of wool and sheepskins to France are to be 
subject to the mixed rate of 6.25 pesos per U.S. dollar 
(50 per cent of the 5 peso rate and 50 per cent of the 
7.50 peso rate) and are to be payable through the France- 
Argentine payments agreement accounts. This rate was 
introduced in July 1952 and applied only to wool and 
sheepskin exports payable in U.S. currency. Exports of 
these products against any other currencies will continue 
to be subject to the 5 peso rate. 


Sources: El Economista, January 16, 1954, and Economia 
y Finanzas, Buenos Aires, Argentina, Febru- 


ary 4 and 25, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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